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1. Freight forwarder industry, selected years, 1950-1972: 





Freight forwarders have experienced little sustained growth in 
tons of freight received since they first came under Commission regu- 
lation in 1942. The number of shipments received has fluctuated during 
the period and their average weight has decreased. 


As shown in the following tables, 1972 tonnage was 1.2-percent 
higher than that for 1950, while the average shipment was 35.6-percent 
heavier. Revenues have increased in most years and the spread between 
forwarder revenues from patrons and payments to carriers has been widening. 
Increased operating expenses in recent years have more than offset this 
trend, producing successively smaller industry incomes. 


Table 2 shows the pattern of the expenditures for transportation 
and their relationship to the revenues received by the forwarder for 
transportation service. In 1950, railroads received 69.3 percent for for- 
warder transportation payments, but by 1972 the rails were receiving only 
34.4 percent. Over the same period, the share of total payments made for 
motor carrier transportation increased by 2 percentage points to 18.3 
percent, while the portion paid for pickup and delivery service increased 
by 17 points to 31.0 percent of total expenditure. The share paid for 
other transportation, for the most part representing air service, also 
shows a rapid growth in recent years. While the distribution of payments 
among various modes was shifting, the difference between the transportation 
revenues received by forwarders and their expenditures for purchased 
transportation changed significantly. Purchases equalled 76.0 percent of 
revenues in 1950, 70.9 percent in 1960, and 67.3 percent in 1972. 


Revenues and expenses for freight forwarder operations have 
grown almost continuously over the last 20 years, but the relationship 
between them has varied considerably, as is shown by the data in Table 3. 
The operating ratio dropped 5.8 percentage points in 1972 from a 1970 high of 
of 98.35. Employment in the industry moved irregularly, but generally 
downward since 1950, but a slight increase occurred in 1972. By 1972, 
employee compensation had fallen to 41.8 percent of total operating 
expenses compared to 57.6 percent in 1950. The 1970 deficit in net income, 
also shown in Table 3, was the first such loss for the industry as a whole 
in its 30 years under regulation, but recovered to a profit of $5.3 and 
$8.5 million in the last two years. Losses were posted by 22 of the 91 
firms reporting in 1972, compared to 13 in 1971. The firms with losses 
received 35.3 percent of the industry forwarder revenues. Among them 
were six forwarders which accounted for 32.5 percent of the industry 
revenues and reported total net losses of $3.9 million. The 16 smaller 
firms experienced losses in 1972 totaling $2.5 million. 


The data in Table 4 relate to the financial condition of class 
A freight forwarders. Shareholders’ equity, comprising capital stock, 
proprietorial capital, and total surplus, rose from $25.0 million in 1971 
to $63.0 million in 1972. Total assets grew by $61.1 million in 1972, 
while the total liabilities increased only $44.3 million. "Other' liabilities 
include reserves, deferred credits, and several capital stock items. 





The two ratios in Table 5 have often been used as economic 
indicators for the freight forwarder industry. The first is the ratio 
of net revenue from forwarder operations, less transportation taxes, 
to net investment in transportation property plus working capital. 
Before 1972 this ratio had been relatively high when related to comparable 
ratios for other modes; a result of the relatively small forwarder invest- 
ment in carrier property.’ The ratio increased to 36.27 percent in 1972 
from 34.87 percent in 1971. The second ratio, comparing net or ordinary 
income to shareholders’ equity, shows that this measure of the industry's 
profitability has generally ranged well above 20 percent during recent 
years, with the exception of 1970 when net income recorded a deficit. 


Table 1 
etght and nwnber of 


Pnotaht fF 1 
retght forwarders, 


J 








Tons of freight Number 
Received from shippers shipments 


: Average weight 
Year g - 


per shipment 








; 18,927 
1955 4, 6! 25,25] 


372 
1960 4,100 23,120 355 
1965 § : 495 
1966 510 
1967 523 
1968 536 
1969 me 
1970 625 
1971] 655 
1972 602 








1 , ; 
Class A forwarders are those with annua 


revenues of 
$100,000 or more. 


Source: Transport Statistics tn the Unit 





‘Comparison of Tables 4 and 5 show that prior to 1971 net investment 


in transportation represented less than one-third of the total invest- 
ment base including working capital. 
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The number of class A freight forwarders increased from 87 in 
1972 to 106 in 1973, total weight of shipments handled increased 5.9 
percent, and number of shipments declined by 3.3 percent. However, in- 
creases in average pounds per shipment and average charges per hundred 
pounds resulted in an increase of 15.5 percent in transportation revenues. 
Total transportation purchased from carriers handling forwarder traffic 
was $613.9 million in 1973, up 16.5 percent from 1972. Incidental revenues 
increased 14.8 percent producing total operating revenues of $301.9 million, 
up 13.3 percent. Operating expenses rose by $28.5 million, resulting in an 
increased net revenue from forwarder operations of $27.2 million as compared 
with $20.3 million in 1972. 


Transportation revenues, transportation purchased, operating 
revenues and expenses, and selected operating statistics, 
class A freight forwarders,' 1973 and 1972 


Thousands 





Percent 
change 


Item 1973 1972 





Transportation revenue 
Transportation purchased:* 
Railroad transportation 

Motor transportation 


$895,511 $775,544 15.5 


183, 716 
101,561 


168,523 
90,141 


Water transportation 
Pickup, delivery, and transfer 
Other 
Total transportation purchased 
Incidental revenues 
Total operating revenues 


Total operating expenses 
Ordinary income before income taxes 
Ordinary income after income taxes 
Net income 
Tons of freight received 

from shippers 
Number of shipments received 

from shippers 
Average charge per 100 pounds 
Average pounds per shipment 


42,791 
189,235 
96,593 
613, 896 
20,251 
301, 866 


274,645 
22,873 
12,575 
12,811 


4,226 
12,480 


$10.60 
677 


20, 366 
159,729 
87,984 
526,744 
17,633 
266,434 


246,180 
16,268 
8,404 
7,844 


3,992 
12,907 


$9.71 
619 


he 
ae a a ell —<l ee 
WrAWeAON WO 
WoUeouUrno 





d Decrease. 


*Debit or reverse item. 


1¥orwarders having revenues of $100,000 or more per annum. 
Source: Bureau of Accounts, Statement No. 950. 





The transportation of small shipments by regulated carriers, selected 
years, 1950-1972: 








The annual net tonnage of small shipments handled by regulated 
carriers since 1965 has fluctuated between 90-99 million (see Table 1). 
In 1972, total estimated intercity volume of regulated small shipment 
traffic in the United States increased by 6.1 percent over the 1971 level. 


Individually, the class I and II motor carriers continue to 
handle the largest share of the total regulated small shipment tonnage. 
Yet, despite the fact that these carriers handle over 6-1/2 times as much 
small shipment tonnage as all other regulated carriers combined, their 
relative share of total market has been declining slightly since 1969 
(i.e., 85.6 percent in 1969 to 84.7 percent in 1972). The decline is 
explainable in part by the significant increase in tonnage experienced by 
United Parcel Service (UPS) and to a lesser extent by the growth of bus 
express and air cargo and express. 


Although class A freight forwarders rank next in importance in 
respect to the small shipment tonnage carried by regulated carriers, they 
account for 4.4 percent of the total tonnage. Moreover, since their ton- 
nage was rather static for the decade prior to 1968, in addition to 
actually declining 5.5 percent since 1968, there is little to suggest that 
their relative position will vary to any great extent in the near future. 
Intensive competition from other modes, shifts in traffic and distribution 
patterns, increased use of private transportation, and the growth of non- 
profit shipper associations, among others, would account for their relative 
stagnation. 


Considering the fact that the average United Parcel Service 
shipment is an estimated 12.4 pounds, the advancement of this firm to the 
position of the third largest tonnage carrier of small shipments in the 
United States is significant. Since 1965, UPS has experienced a volume 
growth rate of almost 300 percent. During the 1965-1972 period UPS has 
clearly outgained parcel post and REA. Between the years 1965-1972, for 
instance, surface parcel post, which has steadily declined in tonnage 
handled since 1965, lost 32.2 percent, and REA lost 68.3 percent of their 
respective traffic. Of even further interest is the fact that UPS pre- 
sently handles almost three times as much tonnage as surface parcel post 
and seven times as much as REA; they also handle four times as much 
L.C.L. rail shipment tonnage as the Nation's entire railroad system. In 
spite of its prodigious growth rate, UPS is still responsible for only 
4.1 percent of the entire known small shipment traffic. 


Although the total amount of small shipment tonnage moved by 
air transportation accounts for only 3.3 percent of the total market (up 
from 1.4 percent in 1965), its growth rate has been second only to that 
of UPS since 1965. The combination of air freight, REA air express, and 
air parcel post, * shows an increase in total tonnage from 1,290 tons in 





‘Because of the passage of Public Law 90-206 in 1967 in which heavy- 
weighted pieces of first class mail are included, there is some distortion 
in the tonnage figures. 





ft oe 





1965 to 3,238 tons in 1972, or a growth of 151 percent. Of the three 


segments of air transportation, freight handled by the scheduled airlines 
is the more important. 


Small shipment tonnage moved by railroads, surface parcel post, 
and surface REA continued a steady downward trend during 1965-1972. 
While each mode experienced a significant reduction in traffic, the most 
spectacular decline was that recorded by REA (i.e., 68.3 percent). 
Together these three carriers account for less small shipment tonnage than 
class A freight forwarders and only slightly more than UPS. 


Bus express tonnage, accounting for considerably less than one- 
half of one percent of the total tonnage, is nevertheless steadily in- 
creasing. The increase reflects the provision of a unique flexibility 
in intercity point to point small shipment service. 


Total revenues derived from the hauling of small shipments 
steadily increased by almost 78 percent during 1965-1972 (see Table 2). 
Revenues accruing to motor carriers, which are now over 8 times higher 
than their nearest individual competitor (surface parcel post) account 
for 58.1 percent of the total small shipment revenues. 


While the air transportation services performed collectively 
under air freight, air express, and air parcel post accounted for only 
3.3 percent of the total small shipment tonnage moved in 1972, their 
combined relative share of total revenues was 16 percent. With the 
exception of REA, revenues from all of the other air transport carriers 
have more than doubled since 1965. 


Air parcel post, in contrast to the declining of surface parcel 
post tonnage trends,” ha: recently become a much more active small ship- 
ment competitor. For example, air parcel post revenues alone have 
increased over 360 percent since 1965 and in 1972 accounted for almost 
a third of total parcel post business--up from about 11 percent in 1965. 


Railroad and REA surface express revenue decreases since 1965 
mirrored continuous tonnage declines. Of the two, REA with a 57.5-percent 
decline in revenues has suffered the most. While the revenues derived 
from UPS, and to a lesser extent bus express, showed spectacular increases, 
together the two account for only about 8.9 percent of total revenues. 
Although the annual revenue of class A freight forwarders had been some- 
what stable, a sharp increase was recorded in 1972 over 1971. 


From 1965 to 1969 the trend in the total known number of inter- 
city small shipments moved by regular transport carriers in the United 
States moved steadily upward, declined in 1970, then rose to a new high 
in 1972 (see Table 3). While the trends in small shipment figures are of 
interest, it should be noted that some of the incorporated figures are 





*Because of a number of size, weight, and rate adjustments, surface 


parcel post has generally produced increased revenues despite declining 
tonnage. 





estimated and a number of important carriers (i.e., air freight, railroads, 
and water carriers) are not included in the computations. 


In striking contrast to its pronounced domination of revenues 
and tonnage, in 1972 class I and II motor carriers accounted for only 
about 14 percent of the total number of intercity small shipments, down 
from almost 19 percent in 1965. 


Together, the so-called "small parcel carriers" (i.e., UPS, 
surface REA, and surface parcel post) account for 69.1 percent of the 
total small shipments. Air parcel post, bus express, and UPS represent 
the only regulated small shipment carriers that have never experienced 
any sort of decline in the shipments handled since 1965. 
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Revenues, revenue tons carried, and passenger car miles, class I rail- 





roads, first quarter, 1974-1973 





Seventy’ class I railroads regulated by the ICC, including the 


National Railroad Passenger Corp. 


(NRPC), reported first quarter 1974 


operating revenues of $4.0 billion, a 12.0 percent increase over the 1973 


A 2 
first quarter level. Revenue tons 


carried in the first quarter of 1974 


increased 3.1 percent over the first quarter to a level of 544.6 million 


tons. 


Auto-Train they increased 47.5 percent to 3.1 
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Passenger car miles for NRPC in first quarter 1974 increased 24.7 
percent over the 1973 first quarter to a level of 


c 


62.8 million, 
million. 
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and passenger car 
1974-1973 
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lst quarter 


Percent change 





1974 





Total operating revenues 


$ 3,999,623 
Revenue tons carried 644,607 
Passenger car miles: 

NRPC 62,842,338 


Auto-Train 3,055,064 





1974/1973 





12.0 


ol 


50,387,547 


2,070,669 





Water carriers--revenues, traffic, and average haul, 1973-1972: 





Total waterline freight revenue of 


76 class A and B carriers by 


inland and coastal waterways rose to $469.5 million in 1973, a substantial 


increase of 19.3 percent from the $393.6 million reported for 1972. 


Car- 


riers operating on the Mississippi River System accounted for 48.9 percent 
of the total freight revenue, 72.5 percent of the tonnage, and 70.6 percent 


of revenue ton miles. 


e4 


The intercoastal g 


roup had the highest percentage 


increase in freight revenue, tons, and revenue ton miles 





‘This does not include 4 roads (Atlanta & 
Alabama, Minneapolis, Northfield & Southern, 
for which no prior period data is available, 
sified to class I as of January 1, 1974. 


Revenue tons are for 68 roads due to the e 


Train. 


West 


Point, Western Ry. of 
and Spokane International) 
because they were reclas- 


xclusion of NRPC and Auto- 





Total tonnage and ton miles were higher in 1973, up 2.8 and 6.4 
percent, respectively. Passenger revenue and the number of passengers 
carried increased 4.8 and 3.7 percent, respectively. 


Operating statistics, class A and B* water carriers, 
1973 and 1972 


Thousands 





1972 Percent 1973 1972 Percent 
change change 





Tons of 
Freight revenue revenue freight carried 








Atlantic and Gulf 


Coast $ 19,870 $ 17,168 = 4,348 3,022 23.3 
Great Lakes 30,052 26,571 ; 18,452 17,565 5.0 
Mississippi River 

and tributaries 229,618 196,101 i?. 115.66? 114,062 
Pacific Coast 60,054 58,582 : 17,832 17,647 
Intercoastal 129,898 95,188 . 3,350 2,566 

Total $469,492 $393,610 19. 159,649 155,361 


Freight revenue ton miles Average haul (miles) 








Atlantic and Gulf 


Coast 1,610,112 1,428,445 2. 370 406 
Great Lakes 7,437,932 6,351,373 e 403 362 
Mississippi River 

and tributaries 60,704,421 59,715,753 \ 525 524 
Pacific Coast 3,748,004 4,131,567 9. 210 234 
Intercoastal 12,437,502 9,150,010 r 3,713 3,566 

Total 85,937,971 80,777,148 : 538 520 


Passenger revenue Passengers carried 








Atlantic and Gulf 


Coast 4,839 $ 4,490 . 1,875 1,746 
Great Lakes 827 779 ‘ 723 692 
Mississippi River 

and tributaries 4,209 . 722 751 


Pacific Coast 2,249 . 289 291 
Intercoastal ] 56 ? ' 


Total $12,347 $11, 783 ° 3,609 3,480 





d Decrease. 

*Class A carriers are those having annual operating revenues of more than 
$500,000; class B carriers are those having annual operating revenues ex- 
ceeding $100,000 but not more than $500,000. 

IThe Intercoastal group reported 268 passengers carried during the year 
1973 compared with 97 during the same period of 1972. 





5. Oil pipelines, first quarter, 1974-1973: 





Reports of 87+ ICC regulated oil pipeline companies for the 
first quarter of 1974 show transportation revenues of $347.8 million. 
The new level of earnings reflects a 0.45-percent rise over the first 
quarter revenues of the previous year. This same period saw a 3.6- 
percent decrease from the first quarter of 1973 in the number of barrels 
originated and received from connections. Based on reported figures, 
the average transportation revenue per barrel increased from 15.04 cents 
in 1973 to 15.67 cents in 1974, or 4.2 percent. 
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[Transportation revenue: 


Number of barrels originated 
and received from connections 





Decrease. 


Source: Bureau of Accounts. 





6. Operating revenues and revenue tons hauled by large class I motor 
an a) A on p thnnache ll ‘neta a 








> 


carriers of property, first quarter, 1974-1973: 





Total operating revenues of 94 large class I motor carrier 
of property regulated by the Interstate Commerce Commission amounted to 
$2.3 billion in the first quarter of 1974. his represents an increase 
of 14.1 percent over the first quarter 1973 leve A decline of 0.8 
percent from first quarter 1973 level was reported revenue tons 
hauled, to a first quarter 1974 level of 43.5 mill tons. 





‘The above figures refer to oil pipelines which were in operation in 
both quarters of 1974 and 1973. 





Operating revenues and revenue tons hauled, large class I motor carriers 
of property, first quarter, 1974-1973 





lst quarter Percent change 
1974 1973 1974/1973 











Operating revenues $2,294,382 $2,010,962 14.1 


Revenue tons carried 43,452 43,821 d 0.8 





d Decrease. 


Source: Bureau of Accounts. 
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